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ABSTRACT 



'Pennsyl-^nia schools-are funded by a coaplicated state and locaj , 
fixiancial partnership. The Generar Assexnbly^has, spelle.d out. the terms 
of thi^ partnjershig in school laws. School districts are given taxing 
authority .to raise funds, to support schools. The state also'levies' 
taxes to support education. ^ State funds are distributed to. supplement 
> funds raised locally and to»mi,tiga^e the dlfferencfea between school * • 
districts?* ability >^o r^ise funds and their, need for^ funds. 

The Basic Instructional. Subsidy is designed to support public 
schools and to provide that support where the need is greatest* Many 
factors could be considered in determining need; some of these are 
considered in the formula for the Basic Instructional Subsidy. 

One of the most important factors in determining the cost of 
eduQation-r-ror need — is the nimiber^of gtudents to be educated. '.Therefore, 
the basic unit in the Basic Instructional Subsidy formula is the nunib^r 
of^ student in a ^chool district or students in average daily manbfership 
(ADM). But it does not cost th^ same to educate all students. '^The cost 
of educating kindergarten students^ who attend school* only haXF'a day is. 

less than for elementary school students who attenldi. school a full day. 

• ' . ' - ^ \ ^ ' ' 

It generally costs less to educate an elementary school student than it - 

• ^ ' ' ^- ■ ' . * 

does to educate a secondary school student . \ Takl^ig ^his difference of 

£OSt or need into consideration, the Gei^eral.Assetnbly has chbsen to 

weight students differently for state subsidy puxrpdses. "Hie result is* 

the weighted average daily" membership <WAI»1) , whi(^ is used in all of 

the calculations of the Basic Instructional Subsidy. 



, - ^Mhile the WADM is the basic ^unit for determining need' for money for. 
education, other factors also determine nped. Some school distficta — . * 
low wealth districts — can ^als£ much less, money for each student in 

* thej.r schools than other s'chool districtsjcan with the same local^ tax 

' ^ ' ^ ■ ' 1 

effort. Therefore, the BaKlc Instructional Subsidy takes into, consideration 

' » ✓ ' - 

the school district's ability to pay for 6ducation'»'-or :its local wealth.* 

\ 



This is done by comparing the value of the taxable "^property per WADM" in , / 

a school district with the taxable property jper WADM in the' state as a 

whole. The result is tne market value aid ratio . 

In addition to using property as a measure of wealth, the General 

Assembly has chosen to use personal income. Act 59 amended the, Basic 

Instructional Subsidy formula to take into consideration this additional 

measure of local wealth^^^It is done by comparing the taxable personal ** 

income p6r WADM in a school district with the taxable ipcome per JJA^M in 

-the 3tate as a whole. The result. is the personal Income aid ratio . 

To develop an aggregate measdr^ of local wealth, one must add 60 

V 

per cent of the market value aid ratio *-to 40 per ce^t of tl^e personal 
income aid ratio. The result is the market value/pers6nal income aid 

•■ ... ♦ ■ ■ ■ ' J ■ 

ratj.o used in the bi^ic instructional subsidy formula* The aia ratios 
' reflect an inverse relationship between local wealth and state wealth. 
Thus^ a relatively wealthy district has^a low aid ratio and a district 
with relatively low wealth has a high aid ratio. 

J. The weighted average daily membership (WADM) and relative local 
wealth -or market value/perspnal income aid ratio measure nee(|» -but 

' neither accoUhts for the cost of education. Another factor is needed in 

i * 

the Basic Instructional Subsidy formula to reflect the cost of educating 
' each ytudent. For many years, the average instructional expense, or a 
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figure set by statute, was used' to eartablish /'the .cost of educating a 

student/' Most recently that Ifi^ure^ was^ $750. " ' 

_ _ , , ♦ ♦ . ' 

* " " > - 

Act 59 both raised that figure atid changed the method of computing \ 
« » * 

*it. Under Act 59, not all school districts' are paid on the b^asin of the 
same dollar cost pfer student, and the specif ic dollar figure is not set^ 
in tlfe statute. School districts earn their reimbursement ^ccordin^ to'* 
the relative value they .place on educatioxr, according to th4 degree to 
•which they are willing to tax themselves to support education- School 
districts willing to tax themselves more a^e reimbursed at a higher 
. level per ^tudent.- The highest^; level oil, dollar base for reimbursement 
-is thd state median instruction expense. School districts makltig a 
' lower tax effo l r t.a r e asa ignm a lower dollar base for reimbuf ^^ent . 

' These factors—number ofVgtudents (WADM) ,« local wealth (aid ratio), 
' and per student cost of education (earned We)— are multiplied to \ 
xompute the Easlc subsidy which applies- to ill school districts. Other 
factors which affect the cost of education and need^for state money-do 
not' affect all'^is trip ts the same way: Three additional factors affect ' 

a school district's total basic instructional sxibsidy. 

/ ♦ - ^ , • / , » J 

Operating small, schools in sparsely settled areas gelTerally creates 

special needs. Therefore i -additionalTtate money^ provided these 

sparsely settled districts to meet these needs. St?ate payments are * 

added\ to the basic subsidy as a' sparsity factor or modified sparstW 

factor . ^ • . ** \ 

The <^o8t of ediicating a ch*±ld In^aii urban area is generally eater 
than in a^tionurban area. T his cost is reflected in the basic ins|:ructlonal 
'subsidy by the addition of-^a ^ensity factor pr A super-density factor . 

It generally costs more to educate a child froiya low-income family 



than it ^oes to educate a child from a wealthier family. School distriets 
with children ^from low-income families often have tD provide more school • 

— — : \ A- • ■ ^ . --^ 

services, more enrichment *pro&raB?s anSL remedial, services. These additional 
costs £tre also reflected in the state's determination' of need. A poverty 
factor or ^uper poverty factor is added to the basic 'fopnula. to detendine 
a schbol district-'s basic -instructional subsidy. . * ' 

Each of these factors is described in. more ^detail in the following 
chapters of .this paper. ' ^ ,,*4r 



CHAPTER I 

' ' " ^ INTRODUCTION . ' ' ^ 

r 

nils publication will provide the genera], public as vell^ as the 
educational commimlty a summarization o^interpretatlons, policies and 
procedures established by /the Pennsylvania Department of Education for 
the administration of the basjLc instructiional subsLldy/ 

^ The original basic Inst rue tlojoal subsidy. Which is the major aid 
provided by th^ Commonwealth to a^l sciiool districts for the operation 



o£^he public schools, was enacted by the GcSneral Assembly (Act 580) in « 
1966 and was implemented during the 1966--67 school yeair« Since the 
basic plan was. iijiplemented, there have been num^rou^statutory changes 
made. Major legislative acts amending the subsidy were Act 96 in 1968, 

Act 88 in 1971, Act 125 in 1973 and Act 59 itl 1977* Legislation providing 

♦ * . • <#> • 

minor changes were Act 3^2 in 1969, *Act 273 In 1971 and Act 373 in 1972. 

Consequently, this document attempts to explain all interpretations^ 

/ 

pcrlicies aM procedures established by the Department of Education 
during the .past 12 years and the numerous acts* ' '^^^ 

The ^j^der will note .that the major thrust' of the/1)asic. instructional 

subsidy is to, equalize educational opporttmity for/all Children .in ^he ' 

* / ^ y , - r 

Xofranonwealth. Furthermore, it established j5>int responsibility between 
the Commonwealth anS the local school dlat^cts for the' funding -Reeded * 
to accoifl^lish thisi' goal. It is imperative that this joint effort, 
.supplemented by federal support, Mpvlde adequate funding for a quality' 
eduqatlonal system so that each 'and. every ch|.ld lit the Commonwealth of 
Pennsylvania can gain the coi^etencles 'deeded for a happy and vpeful 




CHAPTER II 
AID RATIO 



The cost of- providing the basic educatioh^of the children of Pennsylvanl 
is shared by the* Commonwealth and the educating districts. Due to the* 
disparity of the ; distribution of wealth available per child, ati equalization 
biased on. ability to pay is 'established in the aid ratio. Prior ^to the 
passage of Act 59 the'market value of taxable real estate was the sole* 
measure of wealth. Act 59 adds a new dimension to, the. aid ratio -in that 
personal income assumes a 40 per cent weighting in the computation of t 
the basic subsidy payment. The elements of the aid ratio calculation ' 
are: * ;^ ^ ' v * * ' 

; 1. Real Property Market Value ^- ' ' ' ^ 

a. District (DMV) ' . 

h: . Statewide (SWMV) ' . . , f ^ 



2. Personal Inpome 

a. Diacrict (DPI) - ^ ^ 

b. Statewide (SWPr) ' ' 

3. "^Aid Ratio Weighted Average DaUy Membership WADM) as 

o ' derived from the aid ratitj averige dally membership (AR ADM). 

To -reflect the equal contribution by state ajS), dflstrict, the AR 
formulas are as follows: • ^ » 



Matket Value Aid ISElD 




1.0000 - * 



District Market Value per All WADM 
Statewide Market 
.Value per AR WADM 



X •SO 



Peraonal Income Aid Ratio 



1.0000 - 



District Persoa&l Income per AR WADM X •SO 
Statewide Personal Income * v 
per AR;WA3)M ' ' ' 



^ The data needed 'for the cbmputation of the'^Ak^s and the sources of 
the. data are as follows: , ^ ' 

^ , The State Tax Equalization Board (STEB) , an 

' ' indepeisaent Estate government agency, is 

required by.l^w to certify both the taxable , ' 

*^ - ^ ^ _^ . * * . i " 

marke.t value of real property of each school 

, district and, the statewide total annually* / > 

The cer£ification is issued each June 30- and. 

* list? the previous Calendar year'*S values 

/ , For exafliple, on June 30^ 1977, Xhe STEB 

Vertifies the 19 76> market values • In some ^ * ^ 

instances,, th^ local municipalises may grant . 

* . ' * ^ ' *, 

* ^ preferential assessments ^oh iTgriculturaT^ ^ ^ 

> • properties under the provlfions of clean and 

green acts. For pref erentialf assessments 



granted under the provisions 'of Act 515 Q969>,' 
the STEB uses the preferential assessment «tq 
establish^ the market value a^d includes ^ these 
market vaXues itr thei distrlcl and statewide ' ^ 
totals r^or pre/erehtjlal asieasmeiits granted 





II V 



•under the provisions of Act 319 (1974), as 

amended by Act 68 (1976)/ the STEB uses the 

preferential assessment jto estabXlsH the , ^ 

market value for the district total, but 

« 

' to establish the statewide total market ^ 

value, STEB uses the regular assessed / 

value under Ac t^ 319, For the purpose of 

calculating the AR, the^ district market « 

value, is calculated on the preferential 

assessment, and the statewide market 

* value is calculated on the regular^ 
m 

assessment. . 

Section 2501 (9.1) stipulates that a school • 

i • , 

i district's -personal ii\come valuation for^purposes 
of basic .instruction subsidy reimbursement to a* 
school district under subsections (D), |[E) , ap4 
(F) of Section 2502 and Section '2592 shaU be 
the validation of the total taxable income determined 
under Article III^^ of the Act of March 4, 1971 
> (P.L.^6, No. 2), known as the "Tax Reform Code of 
1971." The Secretary of Revenue will annually 
certify ^ach district's personal income and o 
^the statew|.de total* to the. Seer etajry of Education. 



The Weighted Average Daily Membership (WADM) 
'is derived^ from attendance* records, compiled by 

\ " . 

the schooK districts and reported to the . 

Department; of ^ucation* A member (student 

. I ' ' 
t 
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•in membership) ^is a student belonging to a . ^ 

district required to provide for his/her ifc 

education. ,This would include students , 

d'ttending district schools > area vocational* 

technical schools » intermediate .uiiit-operated 

special classes > an<} other districts in or out - . 

of state. District students attending nonpublic. * * 

^ ' schools «are not included, nor are those 

handicapped student^attending approved private 

Schools, .for' which the ^state pays 75 per cent 

of the tuition and/or maintenance. 

Since the WADM is derived from the ADM, it is important that the 

reader first understand th£ft the' ADM of a school Histjict is computed as 

follows: * V 

1 member belonging 1 day equals 1 aggregate day of membership. 
Total aggregate days of -membership divided by total days. In 
session equals the ADM. • " . ' 



Because the school laws of Pe^nsy^lvania require a minimum b£ 180' 

days of inspft(6tion, the Department of Education has adopted a policy 

which crea/tes two ADM*&. They are: 14. • * 

.1. . JVid Ratio ADM (AR ADM) . * . 

, 2 . Subsidy ADM ADM) • ' . * ' ^ ' 

, . . .... ' \ . ~ . ' * - • • 

The AR' ADM is calculated by diviciing the total aggregate 4ajrs>by. ^ 

the act-ual- days in session. The AR ADM is used„for both^the calculations 

of a district's AR and a district's entitlement to a special assistance 

grant on account of low Income families (Super Poverty). 

, The S ADM, which is used to detennlSe"^e basic payment antf^ayment^s 

for sparsity and density, is calculated by dividing the aggregate day^ 

• > ^ 

by 180 days op the actual days in session, whichever Is^ greater J 



The determination cTf WADM's (which applies to .both ADM's described 
above) is accomplished by weighting the , ADM' s as follows: . * - ^ * 

ADM Weight • 

Half-time Kindergarten - .5 
'Full-tinie Kindergarten - 1.0 
Elementary * - 1.0 

Secondary' - 1.36 ^ * • • 

The secondary weighting of 1.3S is based on the asstnnption that it 
is more costly to provide a« secondary program o£ education. 
' ' The secondary level may begin at the seventh grade as long as the. / 

.X , , ■ ' . 

local district provides an approved secondary curriculum. * 

The sujbsidy WADM's^CSWACW's) certified in one year are computed by 
using the attendance data from th^ prior school ye^r.- For example, .the 
^WADM's certified it^976-77 are the product of th^ 1975-76 school year 
attendance records. ^ * ^ , 

ThC'^^, i^M's represent ^^^^two^ye lag in^ attendance data. Fot 
example, the;AI^APM's certified in 1976-77 are a product of the 1975-76 
school year attendance records and are used for the computation ^f the 
*AR for the 1977-78 payments • To further clarify this lag in attendance 

" • • • ' , - ■ 

"data, the following exa^inple is j^resented: 

. ' The 1975 Market Value, certified by.STEB on 

\ June 30, 1976, is combined with W*'1975-76 

• AR WADM's. These data are certified by 

^ . • \ 

the Department of Education in January. 1977 
to\^ompute the MV AR/WADM applicable to pay- 
ments\to be made during the 1977-78- sc^iool year. 



The 1975 Personal Income (PI) is certified by 
thi" Secretary^ of' Revenue in^l977, and is . 
*^ combined with the 1975-76 AR WADM's. 
These data are^j^ertif ied by the Department of 
< .Education in January*, 1977,^ to compute the. 



:4 



PI AR to be used as paft^of^the MV/PI AR 



* ^ applicable to paymwits 'to be^made during the ^ 

1977-^78 school year. - / / < 

\ ' //.;,.•■ 

Each district's AR'is* in' inverse proportion. to Its tWl pi;operty 
.market value or personal income per AR WADMf to the^sta.tewide average 
market value or personal income per statewide AR WADM. 'This equalizing 
process r-ecognizes that not all districts have ecjual Wealth in taxaW^ 
real pJTop'erty or persoi^al income to provide each chlJ4 ^ basi6 education 
,TheM^s wealthy receive, the higher A^L'i^The AR is really a ^me^^ianl^m to 



reduce the disparity in expenditures, 



/ 



Sample Computations ; 



^ MARKET VALUE AID gATIQ' ' 



Statetjide Market Value/ Aid Ratio WADM , (svkv/AR WAEM) 
#1 District'. Market 'Value/Add Ratio WAJ)^ ^(DMV/AR WADM) 
#2 Disjript.' Market Value/^id Ratio wipM (BMV/AR 'WADM)^ 



#3 District Market Value/ Aid Ratio44^M ^ (DMV/AR WADM) 




MV 



= l.ObOO > - y[ DMy/AR WADM 
SWMV/.AR' WADM 



..f 



District' //I: 



4-J-i 



\ 



\ 



MV AR, =' l;OQjOp - 

• * 



'15^000 
30, OOP 



X «• 



•MV Xr l.CXJOQ .' - 



MV AR .--'i.ooo'e'. 

/ MV ,AR = . . 7500 
District #2: 



.50 




.*$30,000 
$15,000 
$30,000 
$45,000 



.2500 



MV AR 



1.0000 - 



MV AR 



1.0000 




MV ARy- l-OOOc/^ 
MV A8f » .5000 



30,000 
30,000, 



..5000 



^ -50 



/x .50 



Dlstrlict #3: 



Mv AR » i.ooog - 

I 

MV AR « l.OOOO - 

HV AR = 1.0000 
MV AK = .2500 



45,000 
30,000 



1.5 



.7500 



X .50 



X .50 



1 

■ft. 
* t 



4 , 



'J 




Or 
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PERSOm INCOME AID RATIO 

' 7 



^The personal income aid ratio, (PI AR) is computed in much the sane 
Vay 'simply by substituting district and statewide personal income per 
aid ratio WADM in£d thfe formula. ^ 

' If, in either the MV AR or the PI AR, a district's percentage would 
drop below .1000, the AR will be certified at •J.OOOV 

9 

, After both the MV AR and the PI AR are computed, a MVVPI AR is 
computed for each district. ' 

MARKET VALUE/PERSONAL INCOME AID RATIO \; 

. The MV/PI AR of a school' district' is' calculated by adding *60 per 
cent of the MV AR to 40 per .cent of the PI AR. Thiisj?;^ the' formula foir 
combining the, two Ak^a is: ^ ^ v. ^ • 

MV/PI AR « (.6 x' MV AR) + ^aA x PI AR) 
The following^ is a computational example^^ich illustrates the 

mWpi ■ ' . " . 

Sample Computation ;' . ^ 

Statewide Market Va\ue/Aid Ratio WADM \ ,. (SWMV/AR WADM) $30,000, 



District Market Value/Aid Ratio WADM. (DMV/AR WAMI) $15,000 

/ ■ . • . • 

Statewide Personal Income/Aid Ratio WADM (SWPI/4R WADM) $20,000 

District Personal Income/Aid Ratio WADM . (DPi/AjC WAW) $12,000 



Computation of Market Value Aid Ratio : ' 



MV AR = 1.0000 - 



DMV/AR WADM x .50 
.SWMV/AR WA»1 . 



MV.AR. = 1.0000 - 




15.000 
30,000 



1.0000 - 



.50 



.50 



X .50 



MV AR - 1.0000 - .25.00 
MV AR - .7500 
Computation of ( Personal Income Aid Ratio ; 



PIVAR 



1.0000 - 



DPI/AR WADM X - .50 
SWP"I/AR WADM j ' 



PI AR - 1.0000 - 



12.000 
20,000 ' , 



.50 



r 



PI AR - 1.0000 - 



i 



.60" 



PI AR - 1.0000 
PI AR * .7000 



.3000 



x .50 



i 

i ■ 
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Commutation of Market Value/Personal Income Aid v Ratao 



\ 



MV/PI AR 



.6 X MV AR 



. .4 X PI 




MV/PI AR 



MV/PI AR ' 

MV/PI AR I* .4300 ..,2800 
.7300 




.4 X .7000 



■ \ 



J ' • 
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CHAPTEK III - , ' • 



' ^THE INSTRUCTIONAL SUBSIDY BASE * . . - " *^ 

A. Coittponent» jaij tke Base . " 

— ' . . • - -x 

Since. Act 580\ (1966) established the basic plan fgr the state \ 
support of pubs^ic schools, there have been many statutory changes* 
• The most significant of the chartges^were the adjustments to maxlmmli - *■ 
reimbursable iiis^tfuction expense* This amount at the 'inception was 

_T .1.. ' - 4 ' 

-$400 per pupil Xn weighted average daily membership and was gradually 
iricreased to'$T5D^per pupil ^^^tT^ighted average daily membership 
for the yeat beginning J uly I 7 1973. Act 59 (1977) has made substantive 
changes in the basic plan, Al^ough^the method of arriving at the 

cost per pupil in weighted average daily lAembership is retained, 

• \ ' 

the method of ^ calculating the. basic grant is substaiAially changei^..* 
The component parts of the basic grant are identified and defined 
as follows: " . ' ^ ©• 

1," Actual Instructional Expense per Welfehted Average Dally 

Membership . (AlfE/WADM^, as defined in Section 2501 (11.1) of 
the Public Scho/^l Code^ is the quotient of^ the net actual 



instriiction expense (AIE), a cost derived from the annual 



' financial report. of the school district, dividedjjy the subsidy 
- wei^ted average daily membership (SWADM) of the school district 

.. / . -; ■ C ^ ^ ' ■ . ■ ■ ^ ' 

for the Same year tTie cos^ts .were. ineurreS. 
The% computation is made by first coi^utin^ the total instruction 
expense. Thls^otal includes all expenditures of the gene^ral fund *of \ 
the school district with the exception (^f the accounting series for 
health sej:yide^, transportation, capital outlay and debt service, and' any ^ 
" In tersys tern payments (outgoing transfers) to community^ colleges-^qr ^ 
technical Institutes for po^tsecondary education. 

ERIC ' ^-17 23 . 



Jo arrive at the net ins-tructional expense, deduct ^the* following 
revenues from the -total instructional expense: 

a. Local revenues representing tuition paid by parents. 

b. State payments for special fe^cation, vocational educat:4^, ^ 
^ Student and adult driver education, vocational education of 

the unemployed, and matching funds for f ederally-fjunded programs, 

c. An. revenues received from the federel government, except for ' 

■* 

^ those provided under P.L. 81-874 for impacted aid or Section 
7-A for^loss of tax reveniie due to natural' calamities . 
/ d. Incoming, transfers from other districts^ because they represenj^^^ 
t.iii'tion payments or reimbursement of instructional expense to 
the educating district. ^' 
All state and federal revenues deifucted from totals,- ins trud%lonal 
^expensp are further adjusted so'^that no deduction ^is made from the total 
instructional expense for that portion of the state or federal grant 



expendjed in an accounting category not originally included in the total 
ins tructional "expense . * 

The formula is .stated 'as AIE/WADM = AIE t SWADM 

The SWADM used in the AIp/WADM calculation is derived from the 

^ ' it 

subsidy, ADM- That, is the total aggregate days of membership divided by ' 
180 days or tne days in session, whichever is greater. , 

2. Section 2501 (12.1) ^ded by '*^ct 59 states that lledian Actual 
* ' Instruction Expense ^ i^^er Weighted Average Daily Membership 
,(M^E/wIdM) shall b^ <he AIE/^ADM for which an .equal 
number of districts ^re above and below for that year. Sectioa 
2501 (12) states t\ia^ the MAIE/WADM, jounded to the nearest 

: 'I ' 

$10*, bedojnes t&e makimum amount of reimbursable instructional 



expense. Section 2501 (12) also ifequtres.the Secretary of 
Educa^tion to certify the MA.IE/WADM for the school year beginning 
Jyly 1976, and eifch year thereafter:. Inasmuch'as the 
median cannot b^' determlne^d until all annual financial reports 
are anaiyzed; stibmission of the report by each school distric^— / 
as soon as possible or no later than October 30 — becomes a . ^ 

necessity. 4 
A new factor in the b^sic graiVb computation is the measure of 
each district's tax efforts Section 2501 (9.2) refers to this 
as ' Equalize'^ Millage (EM) and defines it as ^' the"* amount of. 
local school taxes collected during the year for which reimburse- 
ment is being computed, divided by the most recfeqt real property 
valuation of* the school' dis4:riGt. For example, a school 
district's equalized millage used in computing payments und\^r ^ , 
t6e Section 2502 (D) basic grant and the 2502 (E) minimum 
payment for 1977-78 shall be based on all taxes collected ^ ^ 
during' 1976-77 (year for whJ^dh the district is being pai<}) * 
divided by the most recent real property valuation of the ' 
school district (State Tax*fet«alization Board's certification, 
of the 1976 -school district market values as of June ^0, 
1977). jjhus, each school district's equalized millage is ^ 
computed as follows : • 
pplicable .for 1977-78 payments = 1976-77 Taxe^ Collected 4 1976 -STEB 
* Median EquLlized Millage ^(MEM)^^ according to Section 2501 
(9/3), shall be calculated annually by the* Secretary of Education. 
This, shall be an eqixallzed millage 'tor. which an equal number 
of districts are above and below for XikCit year-* 

>■ -.1*9 ; -• . • • • ■ ; • 
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The following factors are used to^cateinlate each district's 
"base -earned for. reimbursement" (BER) described In Sectlbtw 
2501 '(17.1),; (I, II, tll, IV and V): ' * 

.Actual Instructi6nal Expense per Weighted Average Daily 
Members^^ (AIeVWADM) ^ ,^ . s 

•Median Actual Instructional' Expense per Weighted Average 



Daily M^mbeiftehip (MAIE/WADM) 

.Equalized Hillage (EM) " . 
J ' • ' 

.Median%ualized Mlllage (MEM)^^^'-^ ■ ■ V 

Each district will be paid on the BER, or it's AIE/WApM> whiche^^ej"* 

* is less. The inaxi^uito- base earned for ^reiifibutsement in^ any -year_JLa_ihe 

MAIE/W^M rounded^ the nearest $10. A district can be paid only on* 
_ this maximum BER if its equalized mlllage (EM) is 5o per cent or-^more 

above 4:he median equalized^ mlllage (MEM); rounded td a wholA mill.. The 



maxlmun«?bases earned for reimbursement are determined as fpllowsiV " 



* Base Earned for Reimbursement (BER) 

MAK/WADM to nearest $10 (maximum BER) 

>• 

. Maximum ' BER 

L<88-$50;^ ' 

MiSimum BER - . • v 
Less $10a 

Maximiito. BER ^ ' , 

' Less $150 ^ { 

' X* \ • 

Maxlmym BER ^ 
Less ^$200 * 



Tax Effort 

^0*0% above median , 

15.0.-29^9* 
above ^^^an i 

14.9% abovfe^to 
14.9% below median 

15.0 - 29.9% 
below median 

30% or more^ 
below median n 
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B. Formula for Payments on Acqiounf of Instruction 

Section 2502 - (D) has beep changed, by Act 59 (19.77) to read as 
folljOws: * ' / ' 

• ' For the school' year 1976 and 1977 and each school 

year thereafter, eac;h school district shall paid 
by the Commonwealth on account of instruction of 
the district's pupils* an amount to be determined ^ 
by multiplying the Market Value/Personal Income Aid 
Ratio (mffl -m) times the Actual Instructional Expense 
' . per Subsidy Wefghted Averiige Daily Membership (A$E/WADM) 
' or by the Base Earned fpr Reimbursement (BER) , whichever 
is lesser, and by the Subs.idy Weighted Average Daily Membership 
(SWADM) fbr the district. ' /"^ ^ ^ . 

Thus, if a district's payment data were: 

Market Value/Personal Inco'me. Aid Ratio (MV/PI AR) .5000 
- Actual Instructional Expense peir WADM (AIE/WADM) $950.00 

Base Earned fot Reimbursement (BER) * 920.00^ ^ 

Subsidy Weighted Average paily Membership (SWADM) . 4,000 
^ The^formula would be: * * s ' y i . 

. Payments on Account of Instruction = BER ij. MV/PI' AH .K^^^ADM . 

OR 

. ' • 1 ^ * • 

$1,840,000 => $920 X .5000 

, However, if. the district's Actual Inst^ctional Expense per Weighted 

Average Daily Membership' (AIE/WADM) had been $9l9> the computation would 

' ' ^ • - ' . - y * 

have been as fallows: * - • 

Payment on Account, of Instruction - AIE/WADM x MV/PI AR x SWADM* 
> », 

■Sfi. OR * " _ . ' 

S'o ■ • • , , ■, 
$1,820,000 = '$910 X' .5000 x 4,000- 

• -2127 • , . 



C.- E3<;ceptions and modification of the basic grant program 

, ^ " , , - * % * " 

As with all basic subsidy legislation, there are provisions to keep . 

districts from incurring reductions f a prior balse or dropping below , 

a certain level of payment. These clauses are referred to by many 

terms. 'The ones prevalent in Act 59 are as follows: 

1; The 19?l-72 Guarantee . ' Section 2592 of the School Code provides 

that fpT each district a guarantee would he computed as follows: 

The school district's 1971-72 payments ,per pupil 

under 2502 (d) , payments on adcount of instruction, 

or, 2502 (e) , the minimum payment per pupil, whichever is 

' Applicable, plus any amount pai-d. under 2502 (g) , the » 

1971-72 boot strap payment, divided by the district's 

19^0-71 wadm: • ^ 

If under the . provisions of Section 2502 (d) or 2502 (e) as amended 

"I • ' 

by Act 59 (1977), a district's payment p^r pupil under these sections 
• > ^ 

were to be less than the 1971-72 guaranteed payment prer pupil, the 1971- 

72 gurantee will be effective* ^ 

2. .The Hold Harmless Clause , of Act 59 provides that any district 
that woiild> receive a lesser payment under Section 2502 (d) 
base (e) minimum (f) d^nsi^ty or sparsity and 2592, 1971-72 
guarantee because of the application of the Market Value/Personal 
Income Aid Ratio (MV/PI AR) the application of the EqualizedT 
Millage (EM) to the Base Earned for Reimbursement (BER) shall 
be held harmless . . In such case the district will receive an 
• ' amount no les^tl>an it would hav^ received during 1977-78 " 
under the provisions of the code.' prior-to Act 59 passage. 
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This hold harmless clause is appflical^le only tq payments made 
in 1977-78 for costs incurred in 1976-77. 

The minimum payment provisions in Section 2501 (15) state that * 
no district will receive less per pupil than — 10 per cent of 
the district's actual cost of instrVtion^ (AIE/WADM) OR ^0 
per cent of the base earned^ for reimbursement/^BER) , whichever 
is less* * ' 

* The minimuiji payment provisiotis are further expanded to read that if 
a district's Actual Instructional expenses per weighted average daily 
membership (AIE/WADM) is more than $200 below the base earned for reimbursement 
(BER), but its ^equalized millage (EM) is greater than 15 per cent below 
the mediari equalized millage (MEM), trhe district reimbursement will be 
$200 below the rounded median actual instructional expense per weighted 
average daily membership (MAIE/WADM) . This is known as a "boot strap " 
clause. Unlike past boot straps, it" is effective annually « 

• ... 
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CHAPTER IV V \ 

DENSITY FACTOR , 

Density factor payments are special payments! to school districts 

with high dense populations which generally cause higher expenditures 

per pupil. The authorization for these payments may be found in Section 

2501 (16) oL the Public^Schpol Qp^de of 1949. * . . . 

• The following details the criteria used for district qualification 

for the several types of density payments: 

1. Density Factor (Full Density) 

A density factor shall be assigned for those school districts 

that have^ a- population exceeding 10,000 per square mile, as 

determined by the Secretary of Education from 4:he most^recent 

records the Unite4 States Census- Bureau. However , ^ these 

qualification data iiiust be forwarded to- the department on *ttle 
> . - 

application for such paymqpts. 
. 2. Modified Density* 

Any school district assigned a* density factor for any prior 
year but which currently ^has a population of 10,000 per squai^e 
mile^ or less .shall be eligible *to receive a modified density* 
payment in ratio to its population per square mlleTto 10,000. 
Any reorganized school district which has, as a component, a ' 
former school district that had been assigned a density factor^ 
for, any sch^l year prior to the reorganizafion and haa a 

V - ' 

^population per square mlle^ of 10,000 oif' less shall be eligible 

^ - "•*/'*. 

V. fbr a modified density .payment in ratio *t:o the new district's 
^ population per sqi^t^mile t6 10,000* 



density Factor for Large Districts (Super-density) 

Super-density shal*! be assigned to those <[ualifytng, school . a 

districts with a weighted average daily membership of 50,000 ^/ 

or more* • * ' , 

Density Factor for Large Districts (Modified Super-density) 

Modified super-density shall be assigrifed to those qualifying^ 

> * - ' 

school' districts with a weighted average daily membership of ^ 
. 50,000, or more in ratio to it5 population per square mile to 
.10,000. 

Density factor payments are not made to school districts unless the 
proper forms fx)^such payments^ are filed with Che department. It is the - 




responsibility of chief school administrator to initiate the necessary 
^ctidn to determine the eligibility of the school district for these 
subsidy payments. To qualify for payments, school districts must ^complete, 
have notarised, arld^^file all required forms with the Bureau of Educational 

Administration and Management Support Services. (These forms are available 

/ *' ' ' . * 

on req^uest from the bureau.) * 

/school district population is determined from the most recent ^ ^ 
records of the United States Census Bureau, including •specia'L cen^uses . 
Their area ^in square miles ihust be certified by a civil engineer licensed 
in Pennsylvania. ' . ' -f . 

"Inland waters*^ are to be excluded' in determining area in square 
miles to be eligible for density or modified density. Ppnds, lakes., or 
similar areas, to be counted, as inland waters; must, each contain 40 
acres or more; each stream and canal, must be one-eightli mile 6r more 
^wide to be counted. ^.XThis does bot mean*^a cumulative area. Each 
individual pond, lafe'e, etc. must be 40 acres or more to be counted as 



inland water^ The average distance , ac^qgs 'a stream or canal is to be 
us6d in determining width.) *. , ' 

Ail other, areas are tabulated as land with the exception of "water 
other than inland water." Much of the water adjacent to states and 
falling under their jurisdiction does riot belong to any particular > 
county or municipality. School dis^icts are, not permitted to claim 
"water other than inland water" for density or sparsity computation 



purposes. ^ * r 



^ 

The following /explanation will help the reader understand the three 
distinct computations relating ito payments for density and modified 



density: 



Section 2592 of the School Code of- 1949 provides 
that each school district shall be paid, in addition 
to^^ §iny other subsidy to which it is entitled, an 
amount for density of population. This amount 
shall be- paid on account of expenditures in 
excess of $400 per weighted average daily membership, 
•not to exceed $250. • To determine the amount to be 
paid, multiply the excess expenditures (for all 
districts in the CoTmnonwealth this is now $250) 
by ^the market value/personal income aid ratio 
or, by .37,5, whichever is greater, |)y/the subsidy 
weighted average daily membership. _ \ 
A school district entitled to a 'payment for density 
of population juay^^^^n lieu of the above payment, 
elect to be paid for such additional exces.s 
expenditures exceeding $400 on the b^^is of, 
a sum of $30 per subsidy weighted ave'rage. daily 
membership. * « , • ' . ' - 



School districts usually receive more subsidy using 

the former formuia -rather than multiplying $30 times 

» 

the^subsid)^ weighted average dally membership. 

The following are sample calculatibi^s^f the various methods of 
computing the different density payments: ^ ' 
1. Super-density - Population per square mile exceeding 10,000 and a 

weighted average daily membership in excess of 50,000 

General Population - 1,948,609 

Area In Square Miles - 129.714 

Actual Instructional' Expenditure/WADM - 1,165.00 ^ 
:v Subsidy WADM 66,389/250 

Population/Square Mile =^ General Population -f Square Miles 
Population/Square M^le = 1,948,609 t 129.714 
Population/Square Mile = 15,022 

■i - 

Super-density Payment AIE/WADM x .23 x SWADM 



i 



Super^density Payment ^ $1,165 x .23 x ^66, 389. 250 

Super-density Payment = $17,788,999.54 . ; ^ 

♦ . > , 

2.** Modified super-density - Ratio of population per square mile to 

10,000 and a weighted. average dafj^ membership in excess of 50,000 
General Population - 543,000 

Area In Square Miles - 62.'250 I - . ^ 

Actual Instructional Expenditure/WADM - $1,165.00 j 
• ■ Sublidy WADM - 66,'389.250 * , " ' 

PopulajAon/Square Mile = General Population 4 Square Mil^s . 
Population/Soiiarfe l^Iile = 543,000 62.250 
' •Population/Square Mile 722.8 * ' - . 

Modified Super-density Per cent = Population/Square Mile t 10,000 
*todified Super-density P6r cent = 8,722,8 -f 10,000 
• Modified Super-density Per cent ^8723 ^ •* ' 

J -33 _ , : . ■ , 
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Computation " ** ^. 

Modified -Super-density Payment = AIE/WADM X..23 x SWADM x Modified Super-density 

^ per cent 

Modifie^d Siiper-density Payment $1,165 x .2^ x 66,389.250 x -8723 

Modified Super-density Payment = $15,517,344.30 ^ * ^ . 

3. Density options - Population per square mile exceeding 10,000 

General Population - 60,000 ^ ' / ^ ' 

Area In -Square Miles 5,000 

Actual Fnst^ructional E^enditute/WADM -^^^000.00 ' 

Market Value/Personal Income Aid Ratio ^^.3425 

Subsidy WADM's - 14,578.400 .J * 

Population/Sqjaare Mile * = General Population t Square Mi'|es 
Population/Squ^e Mile = 60,000 -5-* 5.000 ^ ' . ^ 

Population/Square Mile = .12,000 ' ' ' 

Computation 1 , " ! . . 

Density Payment = AIE/WADM - $400 (maximum efcess n$250) x MV/PI AR x SWADM 

Density Payment = $250 x .3425 x 14,578.400 . 

Density Payment = $1,248, 348\ 39 ^ \ 

Computation 2 

Density Payment = AIE/WADM - $400 (maximum excess '^250) x .375 x SWADM 

• J' ) 

Density Payment $250'^ x .375 -x 14,578;400 
Density Payment « $1,366,725.00 ' 

Computation 3 \ ^ 

Density Payment = SWAEM x $30 • • • 

- Density Payment = 14,578.400 x $30 ' - 

. > ' \ 

Density Payment f $437,352.00* 
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4. * Modified ddnsity options - Ratio of ^ptfpulation per square mile to IDjOOO 
General Populations - 24,000 
Area In Square Miles - 3.000 

*» 

Actual Instructional Expenditure /WADM - $1,*200»00 
Market Value/Personal Income Aid Ratio ^ *4350 

Subsidy WADM - 7,986.205 

' ' ■ • . 

Population/Square Mile = Gen|ral Population -f Square Miles 

. Population/Square Mile = ' 24,000 -f 3,000 ' J 

Population/Square Mile . = .8,000 ^ * ^ . 

- Modified Density Per cent = Population/Square Mile t .10,000 

Modified Pensity 'P^ cent = 8,000 -f 10,000 

Modified Density Per cent = .8000 

Comfiutation 1 

Modified Density Payment = AIE/WADM - $400 (maximum excess $250) x MV/PI AR 
, . X SWADM X Modified Density Per cent ^ 

Modified Density Payment =-$250 .4350 x "7,986.205 x ,8000. 4 

\ A , ^ 

* "- ^^ ^ 

Modified ^Density Payment, = $694,799.84 , ^ 
Computation 2 

Modified Density Payment = AIE/WADM" - $400 (maximum excess $250) x .375 i^i SWADM 
X Modified Density Per Cent * .• . ' . 

• ■ • ■ ^ • ' •. • ,, 

Modified Density Payment = $250 x .375 x 7,986."205 x .8000 
Modified Density Payment « .$598^965.38 ^ ^ 

Computation 3 * - " « * - 

Modified Density Payment = SWADH $30 x Modified Density Per Gent^ 

Modified Density Payment = 7,986.205' x $30 x .8000 



Modified Density Payment = $191,668.92\ ^ 



CHAPTER V • * . 

• ^PARSITY FACTOR , 

< ♦ 
Sparsity factor payments are special payments to school districts 

4 

that are sparsely populated an^which as -a result have special needs. 
The authorization for these payments can be found in Section 2501 K17) 
of the Public School Code of 1*949. ' . r ^ 

' The following gives the criteria used for. district qualification 
for either sparsity or modiffed sparsity pay|nent: 



r 

Sparsity Factor 



A sparsity f&ctor shall be assigned for those ^chool distrigts 
chat have a population of less than 50 per square mile, as 
determined by the Secretary of Education 'from -the? most recent"^ 
records of the United States Gensu^ Bureau. 
Modified Sparsity ' • ^ \ * 

School di'stricjcs that have k population of at least 60 per 
square mile but less than ,100 per square mile,, as^tetmined 
by the Secretary of Education from the most recent records of 
the Census Bureau, shall qualify for a modified sparsity, 
paymlfnt. Sparsity factor pftyments are not made to school 
districts" unless the properj^orms for such paymen^ts ^re *f iledT 
wit?h the department. It is^the responsibility of the chfef 

i V r * " ' - ' ^ * 

sc^ol admitJistrator to' initiate the necjessary action tol^i ^ 

~ . ^ 4 - 

determine the eligibility bf the school district •for these 

subsidy payments. To qualify for payments, school districts 

must complete^ have notarized, and file all required fotms 

with the Bureau of Educational Administration, and Management * 
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Support Services. (These forms are available on request from 
th^n^ureau.) • . 

Schooldistrict population is detetmined from the most recent 



records pf the United States Census Bureau, including special censuses, 

, *\ 

Their area in square miles must be certified by ^ civil engineer licensed 
in Pennsylvania. Inland -waters are to be included in area in square 
miles. Please refer to Chapter IV for the definitions of ''inland water" 
and "water other than.inl^and watexT** . ^ • ^ ^z' 

The following explanation will help the reader understand the three 
distinct computations that relate to payments for sparsity ancf "madified 
sparsity: 

Section 2592 of the School Code of 1949 provides that 

each school^district shall^be paid, in addition^^to ^ * 

any other subsidy to which tt is entitled, an ^ 

amount for sparsity of population. This amount 

shall be paid for expenditures in excess of $400 \ 



per subsidy-weighted 'average ddiiy me^^a^hip, 

not to exceed $250. To determine the amount to* be 

« 

paid, multiply the excess expenditures by the market 
value/personal income aid ratio or by .375, vrtiichever 
is greater, by the number of subsidy-weighted average 
daily membership. 

A school district 'entitled to additional payment 
for sparsity of* populaljion may, in lieu of the 
above payment, elect to be paid for such additional 
excess expenditures exceedlnjg $400 on the/^sis of 
a sum of $30 per subsidy-weighted average dally 
membership. , < . • - 
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. School districts usually receive 'more subsidy 
using the" former formula rather than multiplying 

$30 times the * subsidy-weighted average d^ily 

.1 if 
membership., 

Modified sparsity payments are calculated by 

i^S^ubi^racting from 2.00 the^ quotient of the " 

^ district's population per square mile divided ' i 

by 5CX and multiplying th^ amount to which the district would " 
^ave been entitled had Its population per squye mile been 
O-ess than 50. • ^ * • ^ 

The ^following are sample calculations ofthe methods used, to 
calculate sp^arsity and modified sparsity payments: 
1. Sparsity options - Population per.square mile of less than 50 
General Population - 8,650 , • ' 
Area In Square Miles - 344.200 ^ ' ' 

Actual Instructional Expenditure/WADM - $850.00 * 
Market^Value/Personal Income Aid Ratio - .7389 
. Subsidy WADH's - 2,270.234 ^ 

^ Populaftion/Square- Mile. = - General Population ^ Square Miles 
Popxilatl^)n/Square Mile « 8,650 + 344.200 - , 
Population/Square Mile = 2^.1 - 

Computation 1 ' » -j 

9* 

Sparisty Payment = AIE/WADM - $400 (maximum excess $250) x MV/PI AR x^SWADM 

J 

Sparisty Payment *^ $250 .x .7389 » 2,270.234 
Sparsity Payment = $419,380.33 
Computation 2 . - ' 

* t 

Sparsity Payment = AIE/WADM - $400 <ij^ximum excess $250) x .375 - x SWjftM 
Sparsity Payment = $250 x .375 x 2,270.234 
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Sparsity Payment $212,834.44 
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Computation 3 

Sparsity Payment =\SWADM x $30 

■ • \ ^ ^^ 

Sparsity Payment = \2,-270.234 $30 • * 

\ ' ' ' 

Sparsity Payment = ^68, 107.02 

2* Modified sparsity , option^ - Population of at least 50 per square mile . 
but less than 100 per square mile - ^ 

' General Population -\6V415 ^ * 

• ' V • ' \ * • " ' ^ 

Area In Square Miles A 85.300 

Actual Instructional Expenditure/WADM - $825.00 " . - 

f 

Market Value/Personal Income Aid- Hatio - .6451 
Subsidy WADM's - 1,408.825 

Population/Square Mile = General Population^ V Sqaare Mile^ 
.Populatibn/Square Mile « 6^^415 ^ 85.30Q 
Population/Square Mile = 75.2 



Modified Sparsity Per cent ==2.00 - 



Population/square MilGs 50 



Computatllon 1 



Modified Sparsity Per cent = -^.00 

Modified Sparsity Per cent = 2.^0 - 1.50 
Modified Sparsity Per^^cekt = '.5^, 



75.2 ^ 50 



Modified Sparsity Payment '= AIE/WADM - $400 Vm^ximum excess $250) \ x MV/PI AR 
X SWADM X Modified Sparsity Per cent 



Modified Sparsity Payment « $25Q' x* .6451 " x 1,408.825 x .50 
hk)dified Sparsity Payment -^113,607.65 



Computation 2 • • 

IfodifiBd Sp$4:sity PaymaiK * AIE/WADM - $400 (maximum excess $250) x-:37^ 
X SWADM X Modified Sparsity Per cent '^4111 » ■ 

Modified Spars-ity Payment = $250 x .375 x 1,408.&25 x .50 

' ' ' * 

Modified Sparsity Pa^jmept =« $66,0^8.67 

Coropptation 3 \ ^ 

Modified Sparsity Payment « SWADM x $90 x Modified Sparsity Per cent 
Modified Sparsity Payment = 1,408.825 x $30 x .50 
Modified Sparsity Payment = $21,132.38 



■ CHAPTER^VI ■ » , 

' . PAYMENTS ON ACCOUNT OP POVERTY 

Each ^school district in the Commonwealth receives payments on 
account of low-income' families. These payments are computed for all 
'districts r except districts of the first class and of the first class A, 
by multiplying the number of children of low-ijieome families in the 
district (commonly^ called •poverty pupils) by "$200. Payments are computed, 
for districts of .the first class (Philadeilphla). and of the first class, A ' 
(Pittsburghy^by multiplying the number* of poverty pupils in the district 
by '$165. / ' ' * ^ * ' ' ^ 

Children of low-income families ^re^^fined as' follows ; (1) children 
^ged T to 17 years, inclusive, in the district of families havifig an 
, annual income of less than $2,000; (2) children age;d 5 to 17, inclusive, 
ii;i the district o/ families receiving grants in excess of $2,000 from 
the Commonwealth for payments on account of dependent children under 

Title IV of the Federal Social Security Acf. The latter are commonly 

' " J ■ ! > 

called Aid to Families of Dependent Children (AFDC's)* 

^ The number of children for each district in ca'tegory (1) above is 

determined f rom the 1960 or the 1970 U*S. census, whichever is greater* 

The number of children for each district in category (2) above is ^ > 

determined from. the records of the Pennsylvania Department of. Publl^c 

Welfare* Since the case^load fluctuates constantjLy, the number of 

AFDC's for each district is determined by including all eligible children 

in cases on the records during the month of October of 'the school year 

.«' • 

O « 

preceding the year for which the payments are made* *Each district is 
guaranteed that, the number*^ 3f AFDC's shall* tie no less than the number 
used for poverty payments for the 1972-=-73 school year*.,,' 



Additional special assistance -grjants on ,accoui^ of low-income 
families are awarded to school districts with high percentages of poVerty 
pupils,^ These grants are commonly called super-poverty payments* 
Districts are awarded these grants based upon the percentages of poverty 
pupils shown* in the .following table: 



. Percentage of Poverty Pupils 
in Aid Ratio Average Daily Meiflbership 
15719.9 
. ■ .20-24. 9 
25-29.9 
30-34.9 
35 and ov^r 



Grant Per Poverty Pupil 
/$ 30.00 
.,60.00' 

85.00 ■ 
135.00 



\ 



■ t 



150.00 



The percentage of poverty -pupils in each school district is determined 
k 

each year by dividing the number of eligible poverty pupils by the 
number of^pupils in aid ratici average daily membership in the district 
during the school y^ar for which the grants 'are determined. Districts 
having less than 15 per cent poverty pupils receivfe no grant - 
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CHAPTER VII 
ONE TIME PAYMENT 



I 

Each school district is guaranteed to receive' at least a 6 per cent 
increase (subject to the $100,000,000 limit) over the amount it received 
during the*1976-77 school yekr under thfe Public School Code, SectSn -4;^ 
2502 (D), (E), and (F), sections 250!^, 2502.4 and ^2592. ^This increase 
is effective for pajnnents made during 1977-78 only. 



Examples: 

School District A 



1. Amount received during the 1976-77 school year $1,000,000 

2* Computation of amount due during the 1977-78 

school year under provisions ot Act 59 - - L, 100, 000 

3. Inci^ase over school year payments ^ ldO,000 

4. 6% of Vilb-'ll payment (line 1) « 60,000^ 



-0 



5. Greater of line 3 or 4 ' j^qO^OOO > 

6. Subsidy entitlement 1977-78 under Act 59< 1,1Q0,000 ^"^'-^ 

The actual inctease of -$100,000 is used in^the computation since it * ' ^ ^ V? 

is not less than 6 per cent of the amount received during the 1976-77 • 
school^j^ar. • ^ * \^ 



School District B 



1. 


Amount received during the 1976-77 School year 


' $1,000,000 


2. 


Computation of amQunt du^ .during t^e 1977-78 
school year under \pYovisions of Art SQ ' ' 


1 

' 1,050,000 


3.- 


Increase over 1976-77 Qrhnni voat- 


50,000 


4. 


D/o or Ly/o^n payment (line ±) ^ • ^ ^ 


60,0Q0 


5. 


Greater. of line 3 or 4 


60,000 


6. 


Subsidy entitlement 1977-78 under Act 59 


1,060,000 




$60,000 Is used in the computation since the, actual 


increase of h 



$50,0QO is less than-6 per cent of the amount received during the ^76- 
77 school year. 

- ' ; ' 

School District C ^ ^ 

1. Amount received during the 1976-77 school' year ° $1,000,000 

2. Computati'on of amount due during the 1977-78 * 
- school year under provisions of Act 59 

3. Increase over ^1976-77 school year 



950,000 
None 
60,000 
60,000 



4.' 6% of 1976-77 payment (line 1) - : ' " 

' " /- ' 

^5. Greater of line 3 , or 4 , , . , 

6." Subsidy ejitltlement 1977-78 under Act 59 : ■ 1 060 000 

..$60,0q0^1s used in the computation since there Is an actual , ^ 
^^^T^^^s^ of ' $50". 000 . less than the r^uired 6 per cent Increase 



over the amount received during the 1976-7,7 school, year. 

As a result of tbe $100,000,000 limit (referred . to as "the cap^, ' . 

fcertain school districts o^y^not receive the 6 per.cent increase over 

..." ° • - ' "■ . 

Chel^r 197^-77 subsidy payment. Tl^e following example Illustrates a ' 

district, not receiving a subsidy Increase of 6 ^er cent over' the 1976-77 
payment. ' •» « 



— . \ . • ' 

1. 1976' Subsidy + 6% Increase = "Guranateed" 1977-78 Subsidy 

,$237,054 + $U^23 = $251,277 

2. 1977-78 Subsidy Prior to Act 59 = $222,757 • • / 

3. $251-,?77 "Guaranteed;>'197?-78 Subsidy - ' ' 

. -222, ^57^ 1977-78 Subsidy Prior to Act 59 * 
• $ 28,520 Increase Due to Provision3 of Act 59 Disregarding the 
$100 M. Limitation 

4. $ 28,520 Increase Due to Provision 'of Act ^59 Disregarding the' 

^ $100 M Limitation 
X >394 Per cent Increase Payable Due to $100 M Limitation 
$ ll'',237 Increase Due to Provisions of Act 59 After Limitation is Applied 

5. . $222,757 1977-78 Subsidy Prior to Act 59 " 

+ 11.237 Increase Due to Provisions of Act 59 After Uimitation is Applied 
$233f994 ,TotaL 1977-78 Subsidy Payable Under, Act 59" 

6. $251^277 "Guaranteed" 1977-78 Subsidy- . 
-f33,994 Total 1977- 78' Subsidy Payable Under.Act 59 ■ ' 

.$ 17,283 Amount ^Ctt«*^Mstrict "Will Not Receive Duetto the $100 

M Limitati^fr^erriding tjie 6'% "Guaranteed" Iftcrease 



CHAPTER VIII 
/ LIMITATION OF CERTAIN PAYMENTS 



\ 



Section 2502. 5\>f the Public School Code imposes a limit on the 
total amount school distrl^cts may receive under sections 2502 (D) , (E). 
(F), 2502.3, 25^.4, and 2592. The amount may not be in excess of 100 
per cent of the total approved reimbursable insj^ructlonal expenditures 
^(AIE) as described in Chapter III of th|8 publication-. 
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CHAPTER IX 
LIMITATION OP INCREASE 



Increased costs resulting from subsidy fSriftula changes in Act 59 

' 1 ^ 

(19)77) over prior subsidy - provisions cannot eicceed $100,000,000 for th^ 

1976-77 school year, payable 19 7 7- 78, and- $1/50,000,000 for the 1977-78 ^ 
school year, payable ;.978-79, and each* schdol year thereafter. Prior ~~ 
subsidy provisions, in all cases, means stfcsidy provisions in effect 
prior to the passage 6f Act 59. / ' < 

Additional* payments provided to intlermediate units under the provisions 
of Act 59 are to be considered when computing the J$100,000,000 incraase 
limitation. 

If the amount ap'propriated for a/py fiscal year is not sufficient to 
pay in. full the total 'amdimp3 that jll qualified school districts 



are 



. ' entitled to receive '^der Act 5^ for such year,- the allocation to siioh 
school districts shall be proportionately reduced by the percentage of 

difference between the amount needed and the amount appropriated. ^ This 

j? 

shall be done to the extent necessary to bring the aggregate of such 
allocations within the J.imlts of the amount appropriated. 

For example, if the increase in subsidy tb the school districts and ^ 
intermediate units under the provisions of Act 59 over and above p/ior 
subsidy law was $253,000,000, and only $jLOO,000,000 is appropriated by 
the Legislature, then the increase would be distributed on a 39.5 per 
cent prorated basis ($100,000,000 t $253,000,000). 

A ■ 



■J 
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CHAPTER X 
SAMPLE SUBSIDY COMPUTATION 



This 'chapter shows an example of the various subsidy compulations 
necessary in calculating the 1977-78 basic instructional subsidy of a typical 
rural PenhsylVania school district. * *' 



' ' ^ • " Basic Data > 

1975 District Market Value/Aid Ratio WADM 
1975 Statewide Market^ Value/Aid Ratia WADM 
1975 District Personal Income/ Aid Ratio WADM 

1975 Statewide Personal Income/ Aid Ratio WADM 
Local Taxes^ Collecte^d, 1976-77 

1976 District Market Value ' 
District gquali^ed Mills, 1976-77 * 
Median Equalized Mills. (Statewide), 1976-77 
Reimbursable Instructional- Expenditures, 1976-77 
Subsidy Weighted Average Daily Membership, 1976-77 
AIE/WADM, 1976-77 ^ 

Median AIE/WADM (Statewide), ^976-77- ^ . 

1971-72 Guarantee/WADM , 

General Population 

Area in Square Miles ' 

General Populatioi;i/Squareft.Mile . 

Povqrtx: Pupils, 1976-77 . - * 

Subsidy Payment, 1976-.77 v ^ 

Guaranteed Subsidy, 1977-78 (6% Inc^^ease over, 1976 

Subsidy Payment; ; " > *" ' * 

Per Cent* of Increase Payable Due to Limitation 



$21,613 
$26,374 
$13,027 
$16,992 
$952,800.00 
$39,539,100.00 
24.1' 
• 27.3 
$1,584,941.00 
1,868.000 
, $848.47 
$1,020.0^*^^ 
$33:^.67 
(5,918 . 
y 75.000 
/ 78.9 
198 
$827,881 

$877,553 
.39448803 



I. Computation of Market .Value/Personal Income Aid. Ratio Under Act 59 



Market Value Aid Ratio » 1.0000 - 



District Market Value/AR WADM .5 
Statewide-^Market Value/AR WADM . 



MV AR 



MV AR 

• MV AR" 
MV AR 



1.0000 - 



1.0000 - 



1.0000 
.5903 




Personal Income Aid Ratio 
<• • • ' 



1.0000 . - 



District Personal Income/AR 



Statewide Personal Income/AR 



^ADM X 



WADM 



PI AR = 1.0000 - 



13,0'27 X .5 
16,992 



PI AR 



= 1.0000 - 



7666 X ..5 



- P 



PI AR = 1,0000 - .3833 . \ 

PI Ad^- .6167 

^fcirket Value/Personal Income Aid Ratio 
t . . / 



.6 x; MV. AR 

-J. — « — 



:h X PI AR 



MV/PI AR - 



.6 X .590i 



.4 X .6167 



MV/PI A^ = .3541 + • .246| 
MV/PI AR - .6007 

ft 

II. Computation of the Base Under Act 59 

District Equalize^ Mills - Local' Taxes Collected. 1976-77 

1976 District Marjtet Value . 



EM 



$952.800.00 



^39,539,100.00 



EM - 24.1 



Since the district's EM is 24.1, it qualifies for the middle level at 
reimbursement (14.9% above -the median to 14. 9Z below the median) Therefore, 
the' district's «ER is $920, due to the median AIE/WADM^of $1,020. 



Dlsttlct AIE/WADM 



Reimbursable Instructional Expenditures, 1976-77 
' Subsidy WAIW; 1976-77 

AIE/WAOM .584. 941. ( 



.00 ' — - 

i;868.000 

/ . . . / 

AIEyWAIW « $848.47:- ' 

Base Subsidy - AIE/WADM' x MV/PI AR x SWADM 

Base Subsidy - $848.47 x .6007 x l,8^f7000 " 

•' Base Subsidy ' - $952,082.24. ^ > 

III.' Computation of Modified Sparsity Under Act 59 

General Population/Square Mil6 « General Population 

' Square Miles 



General Population/Square* Mile 
General Population/Square Mile 



5.918 
75.000 



78.9 



J 



Modified Sparsity Fraction 



2.00 - 



Pop. /Square Mile 
50 



Mo(Jlfled Sparsity Frj 




^4 o .j^- 



;tion 



.00 .- 



78.9 < 

> 50 



i 



Modified Sparsity Fraction « 2.00 
ModJ.fied Sparsity Fraction « .42 ' ^ x * ^ 
Modified- Sparsity Payment « $250 x .6007 x I, 
Modified Sparsity Payment ^ $117,825.22 , ^ 
Computation of Poverty Payment Under 'Act 59 
Poverty Payment^ 

Poverty Payment - 198 x $200 ' 
^Poverty Payment 



Poverty Pupils x $2D<^ 



,000 X .42 



$39,60a 



/ 



V. Computation of Total 1977-78'Sub8idy Under Act 59— Without Ui^ta-tion 
on Increase / • 

^ $ 952,082-.24/Ba8e 

•117,825.22 Modified Sparsity 
'■ 39.600.00 Poverty Paym'ent ; 

$t, 109*. 507. 46 'Total 

VI* Computation of the Base Prior to Act 59 « 

Base Subsidy = $750 x MV AR x SWADM 

Base Subsidy = $750 x .5903 x 1,868.000 

gase Subsidy » $827,019.62 . . 

VII. Computation of Modified Sparsity Prior to Act 59 

Did not qualify ^ 

VIII. Computation of Poverty Payment Prior to Act 59 

Poverty Payment = Poverty Pupils x $165 

m 

Poverty iPayment « 198 x $1,65 

Poverty Payment = $32,670 

IX- Computation of Total 1977-78 -Subsidy Prior to Act 59 

$827,019.64 Base 

32,670.00 Poverty Payment 

$859,689.64 Total s 

X. Computatijfm of Increase in. Subsidy Due t9 Provisions of Act 59- Without 

, Limitation on Increase 

\ » 

$1,109,507.46 Total Subsidy Under Act ^9 Without Limitation 
859,689.64 Total Subsidy Prior to Act 59 

' ^49,^817.82^ Increase Due to Act 59 WithoVr Limitation . 

^ ^ \ 

XI. Computation of Increase Payable 19 77-? 78 Under .Act 59^Due to $100 M 
'Increase Limitation " 

$249,817.82 Increase Due to Act 59 Without Limitation 
.39448303* . Per Cent Increase Payable 

$ 98,550.14 Incyrease Payable Aft^er , Limitation Applied 
* Estimated per cent. This per cent 'will vary f rott^ year to yea/. ' 



XII. Computation of Total Subsidy Payable 1977-78 Under Act 59 



$859,689.64 ^ Total 1977-78 Subsidy Pribr to Act 59 
98^550.14 Increase Payable 1977-78 Under Act 59 • 

$958,239.78 .Total Subsidy 'Payable 1977-78 Under Act 59 



/ 




/ 
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* CHAPTER XI ■ ' • 

* THE BUDGETING PROCESS , '^'^-^ 

#^ 

Section 687 of the Public School Cpde required* the board of directors 
of each school* district in the Commonwealth to adopt annually a schoiol 
budget for the foJ.lowing school' year. Included'in the budget must be 
estimates of all state subsidies to be'^recelved during the following 
fiscal year. 



.Since the passage of Act 59 in 1977, school district officials \S111 
find it virtually ^>iinpossible to make a reliable estimate of the Subsidy 
to be credited to ,the basic instructional subsidy account, without 
relia}>le es^timates of both the median local school district tax effort ^ * 
in equalized mills and the median school district instructional expenditures 
,per WADM. The Pennsylvania Department of Education will annually provide 

r 

estimates of both factors to help district^f ficials with* thil(|?!liffieult 
problem.^ ' \ 3^ . 

In the fall of each year the budgeted local tax collections in the 
general fund budgets of the .school )^stricts will be- compiled; and the 
equalized mills will be determln||i*''Syu^ the latest available school 
district^market values certified by State Tax Equalization Board. \ 
Both the budgeted tax collections and the equalized mills for all districts 
wiil be published in a booklet, A Measure of Local Effort . A copy of 
this publication will be forwarded to each school district each December. 

These data can be used by district officials to- determine the level i 
of reimbursement for which their district mlgh^quallfy . ' The pbvious 
limitations of these data are that ^(1) tax collections are budgeted, not ' 
actual; (2) market value dat4, though they ar€? tiie^latest available. 



are not for the T^roper year, since the market values to be used in the 
actual comi>utation8 are not certified until approximatelj!L-s4K months 

after the publication is distributed* . , ^ " 

• ' ' 

Late each spring (the budgeting period for most school districts) 
school district officials will be asked to send to the Department of 
Education estimates of reimbursable instructional expenditures and 
subsidy weighted avera^ daily. meii4)erships for the upcoming school year* 
By using these estimates the department will be able to calculate the- * * 

estimated median school district ins true tic^ial expenditures per WADM " *^ . 

^ W 
.and, inv^turn, determine the estimated reimbursable levels for subsidy ♦ 

entitlements on account of that year's operation. This information will 

be published and forwarded to each school districts ^ ' / * 

By using th"^ estimated reimbursement levels along with the budgeted C 

* tax dafa described above, ^district officials can make •reasonable budget 

estimates of the basic instructional subsidy that ]their district w^ll ^ 

reqeive* f rom the state* The success of this procedure will depend on 

the accuracy o4.£he^ estimated reimbursable instructional expenditures, 

estimated weighed average daily mei^erships, and budgeted t&x collection * 

d^ta sent to the department by school officials* of the Commonwealth." /' 



S ■ 



- 48 - 



erJc 



i - 54 



^ GLOSSY OF TEBMS 

' AFDC's (Md to Families of DependWit Children ) - children In families 
"^'■^ * receiving ann^alygrants of $2,000 or more un^er 'fltle IV of the 
Federal Social Security Act. 

c 

? 

ADM (Average Daily fteimbership ) - aggregate number of school days represented 

\ by all children on active rolls divided by the number of d^ys the 
school is in session. 

AIE (Actual Ingtrurtional ^Experise ) - a cost defined in Section 2501 
(11.1) of the Public School. Code and derived from data^^oiTthe 
school district's annual financial report. See page 17 for a more 
det^led explanation. • ' . 

AIE/WADM (Actual Instructional Expense/Weighted Average Dally Membership) - > 
the quotient of the AIE divided, by the S/WADM. > . * 

M (Aid Ratio ) - a decimal fraction — representing the state's share of 

• I 

total reimbursable^ cost in a given school district—obtained by 

dividing a district's measure of wealth per StfAIW by the statewide ^ 
. total. of the saijie measure of wealth per SWADM and subtracting 0.50, 

times the quotient from 1.0000. 
ADM (Aid Ratio Average Daily Membership) - aggregate number o% schoda\ 

days represented by all children on active' rolls divided by ^he 

number, of days» the school is iti session. This AR- ADM is used for 
. the calculation of the aid ratio and super poverty payments. 
AR>WADM {^A Ratio Weighted Avet^ge Daily Membership ) - the assignment 

of weight by grade level to the aid ratio average'daily menbership 

(AR WADM) . • ■ 



BER ( Base Earned for Reimbursemeivt ) - tjie maximum base on which any 

district may be paid basic Instruction subsidy. The maximum BER In 

a year Is stated as the MAIE/WADM, rounded \o the nearest 

Four- additional bases earned for ^reimbursement, declining In Increments' 

of $50, are based on district tax efforts stated as percentage 

categories above, around, and below the median equalized mlllage 

(MEM). / \ • A ' . . . 

* ' • * - 

Boot Strap a special subsidy paid to school districts by advancing the / 
district 's .r'eimbursen^ent level to'^the lowest BER-, which m^y be in 
excess of the AIE/WADMS>f the district 's ^tax effort is/greater than 
15 p'er cent below the MEM. 



Density Factor - a special payment to school districts with g^eral 

populations in excess "of 10,000 per square mild. . . ^ * 

DMV ( District Market Value ) - the market value of the \SChOQl district's 
taxable real property as certified *by the State Tax Equalization 
Boaifd. ^ * / - : 

DPI ( District Personal Incotoe )' - the total of the personal Income 

n reported oh Pennsylvania Persopal Income Tax returns and credited ^ 
.to-a school district'^ total by 'reason of. the taxpayerj^^esldenc 
in the. district as certified by the Secretary of Education. 
EM ( Equalized Mlllage) - the amount of local tax revenue reported^ during 

^ the year for which subsidy reimbursement is being computed, divided 

■* • ^ 

' by th^ most recent real property market valuation of the school 
district. . » * . - 
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Hold Harmless ClatS^ - a subsidy provision proyidin^^at a district 
will not suffer a reduction in subsidy under one or more sections 
of the law due to the passage of the new' subsidy provisions. 

Inland Water - ponds, lakes, streams, etc. if each such area covers 40 
acres or more. Streams and canals must be one--eighth of a mile or 
more in width. The average distance across a stream 'or canal is 
defined the width.- 
AR (Market Value Aid Ratio ) - aid ratio computed on the basis of the 
market .va^lije of taxable real property as the measure of wealth. 

MV/PI AR ( Market Value/Personal Income Aid Ratio) - aid ratio computed 
6n a combination of school district market value of taxable real 
property andoPennsylvania res Wfents ^ personal income. ^ 

Modified Density - a special payment to school districts that (1) 

received a density payment for any school year prior to- 1969-70, 
-and for any school year thereafter, and is determined to have a 
general population of 10,000 per square mile or less, or (2) received 
. a density payment for any school year, and as a result of a merger 
with one or more other scHoo]^ districts becomes a part of a new 
school district determined to have a general population of io,OPO* 
per square mile »or less. 

Modified Sparsity' Factor - a special payment to school districts with a > 
^ general population of at least 50 per square mile^but IS^HL^an 100 
^er square mil,e. ' * * * 

Modified SupeY-density - a special paymeht to school districts which 

received a super-den8ity\^pajnnent for any, school ^ear prior to 1969- 
10 y and for^any school year thereafter, and is ^eterrjined to have a 
general population of l(^,000 per square mile or less. > • ^ * ^ 
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MAIE/WADM " (Median Actual Instructional Expense/Weighted Average Dally 

Membership ) - AIE/WADM for which an equal numbej of school district 
AIE/WADM are above and below In any one year. 
J Medlan Equalized MlUage ) ^ the mlllage point ^ which an* equal 
number of school district equalized millages are above and below in 
any one year. . * 

PI AR ( Personal Income Aid Ratio ) - aid ratio computed oir^he'basfs of 
Pennsylvania residents* peMonal income as the measure of wealth. 

Poverty Payment - a special paymenK^fo school districts on account of ^ 
pupils from low-income families. Low-income families are those 
with 'annual incomes of less than $2,000 or those having dependent 
children under Title IV of the -Federal Social 'Security Act and 
'which receive an annual grant of $2,000 or more. 

Spars ity Factor - a special payment to school districts with a geMr^l 
populatit)n of less than 50 per square^^mlle. 

STEB j State Tax Equalization Board ) - an /independent agency legally^ • 
required to certify the individual and statewide school dis^tri<^t 
market value of taxable real property^ 

gWMV ( Statewide Market Value ) - the/ total market value of taxable real 

' ~- I / ■ 

property of all school districts as certified by the Stat^^ Tax 
Ecjualization Board. ^ ^ ' ^ y ^' ^ 

SWPI '( Statewide Personal Inco^^e ) - the total personal income of Pennsylvani 
'residents as determined from Pennsylvania Personal Income Tax 
returns, as cer^tif led/by the Secretary of Revenue. * 



S ADM (Subsidy Average Pally Membership ) - aggregate number '/of school 

days represented /by al-1 children on the active roli^s divided by 180 

days or the^ ac^uai days of instruction, whichever is grea^r^ The 

S ADM is use</-for the^asic payment and s|>arsity and de^ity payments.. 

■ / , . ■•. ■ ■ ■•' • ■ 

/ 



S WADM (Subsidy Weighted Average Daily Membership ) - the assignment ot^ , 
weight by grade level to \the subsidy average daily membership 
(•S ADM) . ' . *\ • . 

Super-density - a 'special, payment to school districts with a general 
population in excess of 10,000 per square mile and an aid ratio 
WADM in excess of 50,000. 

1 ■ . ^ . • . 

Water Other Than Inland Water - .considered to be water adjacent to the ♦ 

States and under their jurisdiction but not belonging- to any particular ' 
county or municipality* 

i^ADM (Weighted Ay^'rage Daily Membership ) ^ the assignment of weight by 
' grade level to the average daily ^membership (ADM) . 
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